This paper investigates whether IFRS adoption reduces the home bias equity using the information asymmetry as a mediator variable to this relationship. Focusing in countries included in the Coordinated Portfolio Investment Survey "CPIS" our sample is composed by 512 observations (country-year) that cover the period 2003 to 2012. Our finding indicates that the full IFRS adoption reduces the information asymmetry and then the home bias. These results validate our expectations. Nevertheless, the partial IFRS adoption doesn't clearly support our expectations. We found that the partial IFRS adoption increases significantly the information asymmetry but reduces the home bias. This paper examined the effect of others factors that prior researches indicate that they affect the home bias as the governance indicators, the economic indicators, equity market characteristics and the capital controls.
INTRODUCTION
Based on the international version of the capital asset process model (CAPM), Levy and Sarnat (1970) , Solnik (1974) and Alder and Dumas (1983) indicate that diversification across countries and markets lead to minimize the overall portfolio risk. Nevertheless, investors tend to invest in their domestic markets and don't exploit this risk sharing opportunity. The term used to describe these investors irrationality is the home bias. However, a common explanation by prior research as Khurana and Michas (2011) and Ahearne et al. (2004) is that this behavior is due to rational reasons such as informational asymmetry. They indicate that investors would be confronted with financial statements prepared with different sets of accounting principles. Then, they will be unable to compare between firms installed in different countries.
Consequently, the present paper will investigate whether the IFRS adoption as an informational change will reduce information asymmetry and then will decrease the home bias phenomenon. In fact, it is supposed that with the international financial reporting standards (IFRS) financial statements will be more informative and comparable and investors will know more about foreign firms and will be in a better position to interpret their financial statements. This paper differs from prior research by two points: (1) to assess the effect of IFRS adoption on the home bias we weren't follow the prior research that examine voluntary (Covrig et al. 2007) (2) Prior research have mentioned that the IFRS adoption will lead to a reduction of the information asymmetry and then to a decrease on the home bias phenomenon. However, they tested directly the relation between the IFRS and the home bias. They ignore the role of the information asymmetry as a mediator variable. Thus, the main purpose of this paper is to investigate the indirect effect of the IFRS adoption on the home bias through the information asymmetry reduction.
Focusing in countries included in the Coordinated Portfolio Investment Survey "CPIS" our sample is composed by 512 observations (countryyear) that cover the period 2003 to 2012. To test the theoretical relationship between the IFRS adoption and the home bias, we follow both Barron and Kenny (1986) and the INSTITUTE FOR DIGITAL RESEARCH AND EDUCATION steps and adapted them to our data (categorical independent variable + panel data) as indicated below.
The findings suggest that the full IFRS adoption reduces the information asymmetry and then the home bias. The results confirm our expectations that predict an indirect relationship between the full IFRS adoption and the home bias through the information asymmetry. Nevertheless, the partial IFRS adoption increases the information asymmetry. In fact, investors will not waste their time to understand the differences between the country accounting references and the IFRS. Consequently, the indirect relation between partial IFRS and home bias via information asymmetry was rejected. However, we find that the partial IFRS adoption lead to a decrease of the home bias. Then, we can conclude that the adoption of the IFRS whatever full or partial adoption will attract investors. But to reduce information asymmetry countries should fully adopt the IFRS.
These findings confirm Beneish and Yohn (2008) expectations that indicates that countries and companies don't adopt IFRS specially to reduce information costs because they are not significant to institutional investors. They choose to adopt IFRS to signal their quality. Thus, we estimate that the partial IFRS adoption doesn't reduce information asymmetry but it reduces the home bias. Then, investors estimate that the quality of financial statements will be better with the IFRS adoption (full or partial).
This paper is organized as follows: Section 2 provides a brief review of the literature and states the relevant hypothesis. Section 3 specifies the research methodology. Section 4 discusses the results and Section 5 concludes.
LITERATURE REVIEW
The principle objective of this paper is to investigate either IFRS adoption affect indirectly the home bias through information asymmetry reduction. To operationalize this theoretical framework, Barron and Kenny (1986) have presented four steps to examine this mediation. Firstly, it should be established that there is an effect between the independent variable (IFRS adoption) and the dependent variable (home bias). Secondly, it should be shown that the independent variable (IFRS adoption) affects significantly the mediator variables (information asymmetry). Thirdly, it should be demonstrated that the mediator variable (information asymmetry) affects significantly the dependent variable (home bias) in the presence of the causal variable (IFRS adoption). Finally, the direct effect between the dependent variable (home bias) and the independent variable (IFRS adoption) becomes insignificant by the introduction of the mediator variable (information asymmetry). Consequently, we propose to present a theoretical support of these three first steps.
IFRS adoption and the Home bias
The IFRS adoption is expected to influence investors' portfolio decisions. In fact, as indicated by Ahearne et al. (2004) home bias is due to the information asymmetry that arises from differences in accounting standards and disclosure requirements. Moreover, investor's decisions are based on accounting principles that differ across countries. Consequently, because the IFRS standards are an informational change that increases the quality and comparability of the financial statements, it is expected that their adoption decreases the home bias.
Thus, several researches were conducted to examine the effect of the IFRS adoption and the home bias. However, there is a contradiction in their results. Beneish and Yohn (2008) conclude that the IFRS adoption don't affect significantly the home bias. They states on the importance of the accounting standards but they estimate that the home bias is explained by the uncertainty related to the institutional factors and the distance that imply an uncertainty about the distribution of cash flows. Hamberg et al. (2009) stipulate that their research can't confirm that foreign ownership has increased since the introduction of the IFRS. However, their results suggest that the adoption of IFRS particularly increases the portion of foreign investors coming from an IFRS-adopting country. This result confirm Covrig et al. (2007) findings that showed that the voluntary IFRS adoption reduce the home bias among IAS adopters.
However, the result of Hamberg et al. (2013) confirms that the IFRS adoption increases the investors' ability to understand and compare between firms across countries. They found that investors have less home bias towards countries that adopted IFRS. However, they state that the IFRS effect is significant only on foreign institutional investors and not on non-institutional investors. Moreover, Florou and Pope (2009) showed that the mandatory IFRS adoption affects the asset allocation decisions of institutional investors but only in countries with strict legal enforcement and low levels of corruption and low levels of earnings management. Finally, Khurana and Michas (2011) found also that the mandatory IFRS adoption reduces the home bias especially in countries with larger differences between IFRS and their domestic accounting standards and with a strict legal environment.
Thus, it seems that the relation between IFRS adoption and the home bias is not well defined. To investigate this relationship, the present study hypothesizes that:
H1: IFRS adoption has a negative effect on the home bias.
IFRS adoption and the information asymmetry
It is expected that the IFRS adoption is considered as an informational change that facilitates to investors the financial statements' interpretation, the comparison between companies and then reduces the information asymmetry. Moreover, Beneish and Yohn (2008) indicate that global adoption of IFRS reduces information asymmetry costs to noninstitutional investors by making the analyze of foreign financial statements less costly. However, they states that this evidence isn't valid for institutional investors that can gathering the information that they need to evaluate entities' performance. (2002); Zero returns is the proportion of trading days with zero daily returns out of all potential trading days in a given years; LDV is an estimate of the total round trip transaction costs based on a yearly time series regression of daily stock returns on the aggregate market returns the IFRS adoption is associated with an increase in the analyst forecast accuracy especially in countries that made substantial improvements to reporting enforcement. Consequently, they support the evidence that predict a reduction of the information asymmetry in firms that adopt IFRS. In addition, Demmer et al. (2015) indicates that the increase in the analyst forecast accuracy after IFRS adoption is significant in countries that made substantial improvements to reporting enforcement.
Despite many researches confirmed that the IFRS adoption reduces the information asymmetry. Cuijpers and Buijink (2005) have measure the information asymmetry with the cost of capital in a sample of firms (that adopted voluntary the IFRS or the US GAAP) across 12 countries from the European Union. Nevertheless, they fail to find evidence of a lower cost of capital and then a lower information asymmetry for IFRS or US GAAP adopters. These results were supported by Daske (2006) and Daske et al. (2013) .
Despite the contradiction in the prior researches' results investigating the relationship between IFRS adoption and the reduction of information asymmetry, we predict that:
H2:
The IFRS adoption affect negatively and significantly the information asymmetry.
Information asymmetry and the home bias
Obstfeld and Rogoff (2000) consider the home bias as one between the six major puzzles in the international macroeconomics. To understand this major puzzle, prior researches underline many factors that could explain this phenomenon like: (1) institutional barriers: international taxes and transaction costs, (2) market restrictions, (3) macroeconomics risks (4) psychologic factors and (5) information asymmetry.
However, French and Poterba (1991) indicate that institutional barriers are unable to explain the home bias. They states that transaction costs for example are low in liquid market. Consequently, investors should invest more in liquid market and not in their domestic markets. Moreover, macroeconomics factors, as the exchange rate volatility, are unlikely to explain the home bias. In fact, Solnik (1974) states that the risk of a portfolio unprotected against exchange risk is smaller than a comparable domestic portfolio.
In another hand, Ahearne et al. (2004) underlines the importance of the information asymmetry as a key factor that explains the home bias. They predict that foreign investors face implicit costs that arise from informational disadvantages compared to national investors. They notice that the information asymmetry that explain the home bias arise from differences in accounting standards, disclosure requirements and regulatory environments across countries. These proposals were supported by several other scholars such as Jeske (2001), Orpurt (2003) , and Levis and al. (2015) . Gehrig (1993) concludes that exchange rate risks and transaction costs are unlikely to explain home bias. This author confirms the hypothesis against the information asymmetry.
Nevertheless, we should notice that some researches didn't support the fact that the information asymmetry is a key factor that explains the home bias. Bradshaw et al. (2004) results indicate that the information asymmetry that affects home bias are multileveled and at least partially due to reporting decisions made by the firm's managers. Then, they conclude that the information asymmetry don't affect significantly the home bias. In another hand, Levis et al. (2015) have measured the information asymmetry with two proxies: international telephone minutes per capita and financial times (FT) circulation per capita. Nevertheless, they found conflicting results. The international telephone call variable is not significant. However, the FT circulation per capita is significant.
We hypothesize that:
H3:
The information asymmetry affects positively the home bias.
IFRS, Information asymmetry and the home bias
The main objective of the present study is to investigate the relationship between IFRS adoption and the home bias through the information asymmetry that are presumed to mediate this relationship. Hence the following hypothesis:
The IFRS adoption has a negative effect on home bias via information asymmetry.
RESEARCH METHODOLOGY

Measurement of Variables a. Home Bias Equity
The present paper has employed the measure used by Knowing that the weight Wi is country i's share of domestic assets to its domestic equity portfolio, while Wi* denotes the world portfolio.
b. IFRS adoption
Prior research has often measured the decision of a country to adopt IFRS through a binary -Logarithm of Gross Domestic Product per capita (log (GDP/POP)) indicates the market efficiency.
-M2 monetary aggregate over GDP: (M2/GDP) captures the financial sector development 60 .
-The market capitalization over GDP (MCAP/GDP) associates the size of stock market capitalization to efficiency.
-The openness measures ((IMP+EXP)/GDP) captures the information factors.
-The export over GDP (EXP/GDP).
-The import over GDP (IMP/GDP).
It should be noted that the information asymmetry reduction variable will be assessed by doing a factor analysis 61 of these six proxies.
d. Control Variables
While the IFRS adoption is an important factor, home bias and information asymmetry appears to be explained by (1) governance indicators, (2) economic indicators, (3) equity market characteristics and (4) capital controls.
Governance Indicators
The governance of a country is a very important factor that affects the information asymmetry and the home bias. 
Economic Indicators
Four variables are used to capture countries' economic stability. The present paper supposes that the economic stability of a country affects cross border equity investment and the information asymmetry. The four variables are: (1) the inflation rate measured by the consumer price index, (2) real exchange rate volatility, (3) the growth rate of the gross domestic product and (4) net foreign direct investment scaled by GDP.
The first variable is expected to have a positive impact on home bias and a negative impact on the information asymmetry reduction. Indeed, a higher rate of inflation in a country indicates higher degree of economic instability which distorts the information environment and subsequently reduces foreign investment. The second variable is considered by Fidora et al. (2007) as an important factor that positively affects the home bias. In fact, they found an empirical support which indicates that the real exchange rate is considered as a key determinant of international portfolio allocation and home bias. Hence, we suppose that this variable has a negative impact on information asymmetry. The third variable captures the economic volatility in a country. It is expected that it will be positively (negatively) associated with the home bias (information asymmetry reduction). Finally, the fourth variable, as employed by Khurana and Michas (2011) to control the level of indirect investment in a country, is expected to be negatively associated with the home bias. We suppose then that the net foreign direct investment scaled by GDP will be positively associated with information asymmetry reduction.
Equity market characteristics
The equity market characteristics of a country influence its informational environment as well as the home bias. The present research supposes that more the equity market in a country is developed more is the information asymmetry reduction and less is the home bias. To capture the equity market characteristics three variables are used: (1) the equity market liquidity, (2) the stock market index and (3) stock market classification.
Firstly, following Daly and Vo (2013), we suppose that investors invest more in market with high degree of liquidity. In addition, information asymmetry will decrease in liquid market.
The present paper measure liquidity as the ratio of stock traded to GDP. Secondly, the second variable used to control the effect of the IFRS adoption on the information asymmetry and the home bias is the stock market index. This variable measures the equity market performance. It reflects the situation of an equity market. Hence, it allows investors to compare the performance of different equity market. Finally, the last variable is a categorical variable that describes the market classification obtained by Standards and Poors. This 62 The factor analysis was preceded by a correlation adjustment caused by panel data (using spss) variable takes the value of 1 if the market is developed, 0 if the market is emergent and 2 if the market is a frontier market.
Capital Controls
Despite the fact that capital controls have been reduced in many countries, nevertheless many others countries still have restrictions on international capital flows. The present paper considers that investors prefer to invest in countries with fewer restrictions in which there is less information asymmetry. To measure these restrictions imposed by countries on capital flows, we will follow Ferreira and Miguel (2011) 
Sample
To operationalize our theoretical framework, we empirically tested it via countries included in the Coordinated Portfolio Investment Survey "CPIS". In the beginning we started with 55 countries whose data are available during the period from 2003 to 2012. Nevertheless, it should be noted that the data linked to the equity market classification variable wasn't available for some countries like Barbados and Costa Rica. Thus, our sample consists of 512 observations (country-years). The countries included in our sample are: 
Model specification
To operationalize our hypothesis, we will follow the different steps proposed by the INSTITUTE FOR DIGITAL RESEARCH AND EDUCATION and adapt these different steps to our data (categorical independent variable + panel data) 63 . Hence our three frst hypothesis we be tested by:
To test the fourth hypothesis we proposed to follow Tao and Adrew (2007) and Lisi (2010) . In fact, STATA don't offer a procedure that deals the Seemingly Unrelated Regression "SURE" in the case of panel Data. Then, we propose to use "xtdata" function followed by the "sureg" command. Finally to compute the indirect and the direct effects, the present paper will use respectively the nlcom and the lincom command.
INTERPRETATION OF RESULTS
To test our first three hypotheses we have employed Hausman test (annex) to decide between fixed or random effects. This test indicates that we should choose the fixed effect for our first three hypotheses. The table below indicates the regression results. Table 2 shows fixed effect regression results. Furthermore, column 1 shows the fixed effect 63 http://www.ats.ucla.edu/stat/stata/faq/mediation_cativ.htm regression results of home bias on IFRS adoption and control variables. As expected both full and partial adoption of IFRS reduce the home bias phenomenon. Consequently, we validate our first hypothesis.
To test the effect of IFRS adoption on information asymmetry reduction (hypothesis 2) we refer to column 2. As indicated by prior research the IFRS adoption reduces the information asymmetry. Nevertheless, the results of the present paper show that only the full IFRS adoption reduce information asymmetry. The partial adoption doesn't lead to the information asymmetry reduction. Then, we validate our second hypothesis only for full IFRS adoption.
Finally, the third column tests the effect of information asymmetry reduction on the home bias in the presence of the IFRS adoption as an independent variable. This column confirm that the information asymmetry reduction affect negatively the home bias phenomenon and then validate our third hypothesis. The results reconfirm again that the full and the partial IFRS adoption reduces the home bias.
Finally, column 1 and 3 state on the effect of the control variables on the home bias. Our expectations were confirmed only for the growth rate of the GDP, the present paper found the same result as Khurana and Michas (2011). Consequently, we can conclude that the GDP growth captures the overall economic volatility and then implies an increase of the home bias. Concerning the governance indicators and the capital controls, we found (column 1 and 3) a positive effect of these variables on the home bias. To explain these results, this paper adopts the same explanation of Cormier (2014). This author examined the effect of the governance on the information asymmetry and he found that the IFRS adoption reduces this effect. Then, we conclude that the IFRS adoption reduces also the effect of the governance indicators and the capital controls variables on the home bias. Especially because we founded a negative association between the governance indicators and the home bias and between the capital controls and the home bias in the bivariate analysis (annex 2).
Concerning the equity market classification variables column 1 and 3 indicate that the annual change of equity market indices and the market classification on developed or frontier markets don't affect the home bias equity. Khurana and Michas (2011) indicated that there is a contradiction concerning the results related to the relation between the market classification and the home bias. They argued that the emergent market offers a diversification to investors but it can also represent increased risk which could deter investments. Then, we can explain our results with this contradiction in the effect of the equity market classification. Furthermore, we notice that the liquidity have a positive effect on the home bias. Consequently, this result refutes our expectations and the findings of Daly and Vo (2013) . But confirm the results of Hamberg et al. (2013) that indicates that the IFRS adoption encourages investors to invest in small firms despite their illiquidity. Finally, we found that the inflation and the real exchange volatility don't affect significantly the home bias.
The main objective of this study is to test the mediation between the IFRS adoption and the home bias via the information asymmetry reduction. As indicated above to test this hypothesis we transformed our panel data with the xtdata, fe function and then we used sureg command followed by nlcom and licom to detect the indirect and the direct effect (table 3) . This table confirms that the full IFRS adoption affect negatively and significantly the home bias through the information asymmetry reduction. Then we can confirm our main hypotheses. Nevertheless, we notice that our expectations were confirmed only in the case of full IFRS adoption. The partial IFRS adoption has an indirect, positive and significant effect on the home bias via the information asymmetry reduction. Consequently, this result confirm our previous result that indicate that the partial IFRS adoption don't reduce the information asymmetry. The table indicates that the direct effect of the IFRS adoption (full and partial) is more important than the indirect effect. We can explain this result by the existence of other variables that can mediates this relation. This result implies that investors will not waste their time and their money to understand the financial statements that are prepared based on partial IFRS.
In conclusion, we can conclude that to reduce information asymmetry and the home bias a country should adopt totally the IFRS. A partial adoption doesn't reduce the information asymmetry in one hand. The full IFRS adoption allows a better reduction of the home bias.
CONCLUSION
The purpose of this paper is to investigate if the IFRS adoption at the counties level reduces the home bias. It is expected that the financial statements will be more informative and comparable with the IFRS adoption. Consequently, as the information asymmetry will be reduced with the IFRS adoption and then the home bias will be reduced. The main objective of this paper is to demonstrate that the IFRS adoption affect indirectly and negatively the home bias through the reduction of the information asymmetry.
By examining a sample of 512 (country years) observations, our results don't clearly support our expectations. In fact, we have distinguished between two cases of IFRS adoption: (1) the full adoption and (2) the partial adoption. Then, our results support that the full IFRS adoption reduce the information asymmetry and consequently the bias. The indirect relation was supported in the case of the full IFRS adoption. Nevertheless, despite the fact that the partial adoption reduces the home bias it doesn't reduce the information asymmetry. Thus, our expectations weren't supported in the case of the partial adoption. The present paper considers that this result seems to be reasonable because investors will not waste their time and their money to understand the difference between the country accounting reference and the IFRS. In conclusion, only a full IFRS adoption will lead to a reduction of the information asymmetry and then the reduction of the home bias. 
